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SUBJECT: MTN: MEXICAN DELEGATION TO MTN AUTHORIZED TO DISCUSS 
MEXICAN IMPORT RESTRICTION PROGRAM 

REF (A) GENEVA 2499, (B) 75 MEXICO 1 1 181, (C) 75 STATE 287116 

1 . EMB ECON OFF HAS BEEN INFORMED (GARRIDO AND STAFF) THAT 
MEX DEL TO MTN IS AUTHORIZED TO "DISCUSS" REMOVAL OR MODI- 
FICATION OF MEXICO'S POLICY OF IMPORT LIMITATION BY 
LICENSING AS PART OF MEXICAN OFFER. AS DEPT AWARE, THIS CHANGE 
HAS LONG BEEN SUBJECT OF DISCUSSION WITHIN GOM. 

2. ALTHOUGH AS WE STATED IN REF B WE STILL THINK GOM SHOULD 
CHANGE POLICY WITHOUT NEGOTIATIONS, WE PERCEIVE ADVANTAGE 
IF POLICY CHANGE IS SOMEHOW BOUND SO THAT IN FUTURE MEXICO'S 
ABILITY ARBITRARILY TI REIMPOSE LICENSING IS RESTRICTED. 

WE DON'T KNOW IF SUCH MAJOR CHANGE IN IMPORT POLICY CAN 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 MEXICO 04580 091613Z 

BE MADE TO COME ABOUT, BUT IN EMBASSY'S VIEW IT IS WELL 
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WORTH ENCOURAGING. 

3. MEXICAN TARIFFS ARE RELATIVELY LOW FOR LDC, IMPORT 
WEIGHTED AVERAGE IS ABOUT 20 PERCENT. HOWEVER, WITH 
MINOR EXCEPTIONS, NOTHING CAN BE IMPORTED WITHOUT LICENSE 
FROM SECRETARIAT OF INDUSTRY AND COMMERCE (SIC). THESE LICENSES 
FIX QUANTITY TO BE IMPORTED AND ARE USUALLY "GIVEN" 

TO ONLY ONE IMPORTER. AS THEY IN EFFECT BECOME QUOTAS 
WITH MEXICAN IMPORTEE GARNERING TARIFF EQUIVALENT, IMPLICIT 
PROTECTION OF MOST PRODUCTS IS CONSIDERABLY HIGHER THAT 
MINIMAL TARIFF WOULD LEAD TO ONE TO BELIEVE. LICENSES ARE 
NOT ISSUED FOR CONSUMER GOODS EXCEPT IN VERY LIMITED QUAN- 
TITIES; NOR ARE THEY ISSUED IF SIC DETERMINES THAT DESIRED 
IMPORT IS BEING OR SHOULD BE MADE IN MEXICO. 

4. SINCE ITS INTRODUCTION IN 1947, THE IMPORT LICENSING 
SYSTEM HAS BEEN USED AS MEANS OF ENCOURAGING INDUSTRIAL- 
IZATION THROUGH IMPORT SUBSTITUTION. HOWEVER THERE IS GROWING 
DOUBT IN GOM CIRCLES THAT POLICY OF INDISCRIMINATE IMPORT 
SUBSTITUTION IS ADEQUATE ANYMORE FOR MEXICO WHICH 

IS NOW RELATIVELY ADVANCED LDC. WE STRONGLY CONCUR. 

IT IS INCREASINGLY SADDLING MEXICO WITH HIGH-COST MANU- 
FACTURING INDUSTRIES HIGHLY PROFITABLE IN THEIR PROTECTED 
HOME MARKETS BUT UNABLE TO COMPETE AS WORLD PRICES IN 
EXPORT MARKETS. HENCE MEXICAN EXPORTS OF MANUFACTURED 
GOODS HAVE BEEN STAGNATING FOR YEARS, RESTRICTING 
EXPORT EARNINGS AND HINDERING THE EXPANISION NEEDED 
IMPORTS. THIS EXPANISION WOULD BENEFIT MOSTLY US 
EXPORTS OF TECHNICAL AND CAPITAL GOODS. ALTHOUGH 
DRAWBACKS FOR TARIFFS ARE AVAILABLE TO EXPORTERS 
AND WIDELY USED THE TARIFF EQUIVALENTS OF THE LICENSES, 

WHICH ARE MUCH HIGHER THAN THE TARIFFS, CAN NOT OF COURSE 
BE REBATED. 

5. SIC HAS LONG BEEN A BASTION OF SUPPORT FOR THE IMPORT 
LICENSING SYSTEM WHILE TREASUY AND THE BANK OF MEXICO 
HAVE OPPOSED IT WITH VARYING DEGREES OF VIGOR. HOWEVER 
WE HAVE BEEN TOLD THAT RECENT TRANSFER OF HECTOR 
HERNANDEZ CERVANTES FROM TREASURY TO BECOME THE SUB- 
SECRETARY OF SIC HAS CHANGED ALL THAT. HERNANDEZ WANTS 
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TO REMOVE THE LICENSING SYSTEM ENTIRELY AND REPLACE 
IT WITH TARIFFS AND HE APPARENTLY HAS THE FULL SUPPORT 
OF CAMPILLO CAINZ, SECRETARY OF SIC. HOWEVER TREASURY 
IS NOW RELUCTANT TO GIVE UP THE OPITION OF BEING ABLE TO 
USE IMPORT LICENSING. (GARRIDO HIMSELF IS A STRONG 
ADVOCATE OF RETENTION.) 

THOMPSON 
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